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0 031400Z APR 75 
FM AMEMBASSY JIDDA 
TO SECSTATE WASHDC IMMEDIATE 812 
AMEMBASSY ABU DHABI 
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SECRET SECTION 1 OF 2 JIDDA 2425 

E.O. 11652: GDS 
TAGS: PFOR, PINR, XF 

SUBJECT: COMMENTS ON ESTIMATES FOR MIDDLE EAST WAR 

REE: (A) STATE 71859 NOTAL; (B) JIDDA A-23, MARCH 27, 1975 

SUMMARY: IN EEAR OF AN ISRAELI MILITARY MOVE EGYPT AND 
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SYRIA MIGHT TRY TO PERSUADE SAUDI ARABIA TO PRESSURE 
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USG AND CUT BACK PRODUCTION. WE THINK SAG UNLIEKLY TO 
COOPERATE AT LEAST THIS YEAR. OIL BOYCOTT CERTAIN IF 
WAR COMES AND WE GIVE MASSIVE SUPPORT TO ISRAEL; IF WE 
DO NOT, AND IF ARABS DO REASONABLY WELL, CHANCES OE 
AVOIDING IT WILL DEPEND ON CARROTS AND STICKS GIVEN 
AMBASSADOR AND ON HIS SKILL IN USING THEM. 

IN STAGE OF PRELIMINARY TENSION BEFORE EITHER PARTY 
MIGHT START A WAR, SAG MAY INEORM US THAT ISRAEL CAN BE 
BROUGHT TO THE PEACE TABLE ONLY IF THE U.S. IS WILLING 
TO CONSIDER CUTTING AID OR MILITARY RESUPPLY. IN THIS 
CASE, SAG COULD WAR U.S. AND THEN START TO APPLY PRES- 
SURE VIA PRODUCTION CUTBACKS. SAG MIGHT NOT OPPOSE, EVEN 
THOUGH IT WOULD BE UNLIKELY TO ORIGINATE, USE OF FINANCIAL 
POWER OR PRICE HIKES DURING PERIODS OF HEIGHTENING TENSION. 
WHETHER OR NOT WE WANT TO MAKE ANY CONNECTION BETWEEN 
MIDDLE EAST PEACE AND PRICE OF OIL, RECENT STATEMENTS 
BY CROWN PRINCE FAHD AND MINISTER OF STATE SAUD TEND TO 
PUT FUTURE OIL PRICES IN THIS CONTEXT. END SUMMARY. 

1 . IF EGYPT AND SYRIA FEARED A PREEMPTIVE. ATTACK WAS 
ABOUT TO TAKE PLACE OR IE EOR THEIR OWN REASONS THEY 
WISHED TO ESCALATE MILITARY TENSIONS BUT FEARED THIS 
MIGHT PRECIPITATE AN ISRAELI MILITARY MOVE, THEY MIGHT 
TRY TO PERSUADE SAG TO CUT PRODUCTION BELOW A LEVEL THAT 
OTHER NON-ARAB PRODUCERS COULD MAKE UP. WE DOUBT THAT 
THE SAG WOULD BE PERSUADED - AT LEAST NOT THIS YEAR. 

2. IF AN ARAB-ISRAELI WAR BREAKS OUT, THE MOST IMPOR- 
TANT FACTOR IN DETERMINING WHETHER A BOYCOTT IS REIMPOSED 
OR NOT WILL BE THE ACTIONS TAKEN BY THE UNITED STATES. 

IF WE START SUBSTANTIALLY TO RESUPPLY ISRAEL OR VOTE 
MASSIVE MILITARY AND ECONOMIC AID FOR IT, WE CAN COUNT 
ON A BOYCOTT. IF WE DO NOT, THEN THE CHANCES OF AVOIDING 
THE BOYCOTT IMPROVE. A SECOND FACTOR THEN BECOMES 
GOVERNING: HOWE WELL THE ARABS DO IN THE WAR - NO MATTER 
WHO STARTS IT. IF THE ARABS DO POORLY THEN THE CHANCES 
OF BOYCOTT ARE GOOD. IF THEY DO REASONABLY WELL, THEN 
THE CHANCES OF AVOIDING THE BOYCOTT DEPENDS TO A LARGE 
EXTENT ON THE AMBASSADOR'S DIPLOMATIC ABILITY AND ON THE 
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CARROTS AND STICKS HE HAS AT HIS DISPOSAL. IP THERE IS 
A MILITARY STANDOFF, THE THE ABILITY OP THE AMBASSADOR 
WILL BE OP CRUCIAL IMPORTANCE. 

3. THE WAR WILL START PRESUMABLY EITHER AFTER ISRAEL 
DECIDES THAT U.S. PRESSURE TO RELINQUISH TERRITORY IS 

ABOUT TO BECOME INTOLERABLE OR AFTER THE ARABS DECIDE THAT 
ISRAEL WOULD NOT-DESPITE ANY POSSIBLE RESORT TO PRESSURE OR 
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PERSUASION-RELINQUISH THESE SAME TERRITORIES. 
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4. IN EITHER CASE THERE WOULD PROBABLY BE A PRELIMINARY 
STAGE DURING WHICH SAUDI ARABIA MIGHT INFORM THE UNITED 
STATES THAT ISRAEL COULD BE BROUGHT TO THE PEACE TABLE 
ONLY IF THE U.S. ORDERS HER TO DO SO IN THE ROUGHEST TERMS 
AND THEN THREATENS AID OR RESUPPLY REPRISALS EITHER IF 
JERUSALEM OPS FOR WAR (THE PERCY THEME), OR IF IT CON- 
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IN 1967. SAG COULD FIRST WARN AND THEN START PRODUCTION 
CUTBACKS IN THIS CASE IE WE PERMITTED THE SITUATION TO 
DETERIORATE UNOPPOSED BY USG ACTIONS (E G., FURTHER 
VISITS BY THE SECRETARY, A NEW CALL FOR GENEVA, OR 
AN ENTIRELY NEW APPROACH). IN OTHER WORDS, THEY MIGHT 
TRY TO USE THEIR OIL TO PREVENT WAR. WHILE THE SAUDIS 
ARE NOT LIKELY TO EMPLOY PRICE HIKES OR EINANCIAL POWER 
AS POLITICAL WEAPONS DIRECTLY (THIS STILL IS A QUESTION 
WITH THE NEW SAUDI TEAM IN PLACE) THEY WILL PROBABLY BE 
LESS INTERESTED IN SUPPORTING MODERATES DURING PERIODS 
OF HEIGHTENED TENSIONS AND THIS INCLUDES OPEC MEETINGS. 

THEY WOULD ACQUIESCE IN PRICE HIKES OR EVEN IN BOYCOTTING 
THE DOLLAR IE OTHERS PROPOSE IT (AND THESE OTHERS WILL 
CERTAINLY PROPOSE IT DURING A WAR, OR EVEN BEFORE IT AFTER 
A LONG PERIOD OF RISING TENSIONS). 

5. THEIR ACTION IN CASE OF A SATISFACTORY PEACE MIGHT NOW BE DIEFER- 
ENT. THIS EMBASSY HAS ALWAYS DISSASSOCIATED 

OPEC OIL PRICING POLICY FROM THE MIDDLE EAST SETTLEMENT. 

THERE ARE TOO MANY COUNTRIES IN OPEC WHICH WISHED HIGHER 
PRICES AND DID NOT CARE ABOUT PALESTINE: IRAN, VENEZUELA, 

INDONESIA, NIGERIA. EVEN ALGERIA, KUWAIT AND IRAQ WOULD 
PROBABLY NOT TRADE MUCH IN OIL PRICES FOR A SATISFACTORY 
SOLUTION TO THE ISRAEL- ARAB PROBLEM. SAUDI ARABIA 
NONETHELESS AT VARIOUS TIMES HAS MADE THE CONNEC- 
TION. YAMANI HAS TOLD THE AMBASSADOR THAT SAUDI ARABIA 
WOULD ARGUE STRONGLY THAT THE PRICE OF OIL COULD BE CUT 
BY THE AMOUNT THE ARABS NOW SPEND ON ARMS IF THERE WERE 
A PEACE SETTLEMENT - I.E. $2-3/BARREL. HE AND OTHERS 
HAVE PUBLICLY CONNECTED OIL PRICES WITH PEACE. BUT THIS 
DID NOT RING TRUE. SAUDI ARABIA COULD NOT BREAK OIL 
PRICES BY ITSELE. 

6. SIMILAR STATEMENTS HAVE MORE RECENTLY BEEN MADE: PRINCE 
FAHD HAS SAID TO THE AP THAT "ENERGY IS IMPORTANT TO THE CONTIN- 
UITY OF CIVILIZATION AND WILL ASSIST IN ITS DEVELOPMENT 

AND PROGRESS. IN THE LIGHT OF THIS, COMMERCIAL CONSID- 
ERATIONS WILL CEASE TO EXIST. CONSEQUENTLY METHODS 
ADOPTED IN RAISING AND LOWERING PRICES WILL DISAPPEAR. 

IF HUMAN HAPPINESS CONTINUES TO INCREASE WITH RISE IN 
PRICES THEN PRICES WILL RISE BUT IF THE CONTRARY, THEN 
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WE WILL NOT HESITATE TO ASK FOR PRICE CUTS." PRINCE 
SAUD BIN FAISAL, THE NEW MINISTER OF STATE FOR FOREIGN 
AFFAIRS, ALSO TOLD NEWS CORRESPONDENTS ON APRIL I 
THAT "THE PRICES OF OIL WERE LINKED TO A NUMBER OF 
ECONOMIC AND POLITICAL FACTS, INCLUDING THE SITUATION 
IN THE MIDDLE EAST, AND THAT IF THESE FACTS WERE 
CHANGED, THEN IT WAS LIKELY THAT A CHANGE WOULD HAPPEN 
TO THE PRICE OF OIL." (LOCAL NEWS REPORTS). 

7. THESE STATEMENTS NOW, HOWEVER, HAVE A NEW, PRACTICAL SIGNIFICANCE 

SAUDI ARABIA IS GOING AHEAD FULL FORCE WITH ITS EXPANSION 
PLANS. BY THE END OF THIS YEAR IT WILL HAVE A PRODUCTION 
OPACITY OF 1 1.2 MILLION BARRELS/DAY; BY THE END OF 
1978 IT SHOULD BE CLOSE TO 15 MILLION. IN OTHER WORDS 
THIS YEAR, ASSUMING PRODUCTION STAYS CONSTANT, SAUDI 
ARABIA WILL HAVE FIVE MILLION BARRELS/DAY OF SHUT-IN 
CAPACITY. THE REST OF OPEC WOULD BE HARD-PRESSED TO CUT 
BACK THAT MUCH IF SAUDI ARABIA DECIDED TO PRODUCE AT 
FULL CAPACITY AT A LOWER PRICE. IT COULD "BREAK" OPEC, 

IF IT WANTED. AND FAHD WAS SPEAKING ON BEHALF OF 
THE GOVERNMENT (UNFORTUNATELY, NOT A CERTAINTY) SAUDI 
ARABIA COULD DO THIS IN CONNECTION WITH THE MIDDLE EAST 
SETTLEMENT. 

8. WHETHER WE WANT TO MAKE ANY CONNECTION BETWEEN PEACE 
AND OIL PRICES OR WHETHER WE WANT TO NEGOTIATE WITH SAUDI 
ARABIA ON THIS BASIS IS SOMETHING QUITE DIFFERENT. IF 

WE DO, FAHD HAS SET THE STAGE. 

AKINS 
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